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VEMORANDUM OPI NI ON

Fi nch, Chief Judge

Def endants Earl| Lanbert, his wife Joan Lanbert, and his
corporations Alcan Corp. (“Alcan”), Centerline Corp.
(“Centerline”) and Letlam Corp. (“Letlani) have noved this Court
for summary judgnment pursuant to Fed. R Civ. P. 56. Defendants

al so nove for judgnment on the pleadings under Fed. R Cv. P.



12(c). Because the matters here are outside the pleadings and
are not excluded by the Court, the Mdtion for Judgnent on the
Pl eadi ngs shall be treated as one for sunmary judgnment. See Fed.
R Cv. P. 12(c). For the reasons stated herein the Court denies

Def endants’ Mbdtion for Sumrary Judgnent.

Facts and Prior Proceedi ngs

Because Defendants have noved for summary judgnent on Counts
| and Il of Plaintiffs’ Amended Conplaint, this Opinion addresses
only those Counts.

Def endant Earl Lanbert is the president and sol e sharehol der
of Centerline, Alcan and Letlam Defendant Joan Lambert is an
of ficer of the Defendant conpani es.

Plaintiff Antonia Casola, the owner of Warrior Corp.
(“Warrior”), purchased fromthe Royal Bank of Canada a prom ssory
note of Defendant Centerline. Thus, Plaintiff is Alcan’s
creditor.

Alcan filed its Chapter 11 petition in February 1987, and
its reorgani zation plan was filed on October 2, 1987. On Cctober
21, 1988, the U.S. Bankruptcy Court for the Virgin Islands
approved Defendant Al can’s Plan of Reorgani zation.

On or about February 16, 1989, Defendant Earl Lanbert filed
a Chapter 13 bankruptcy which was subsequently converted under
court order to a Chapter 11 bankruptcy. Centerline filed three

Chapter 11 petitions. The first was filed on Novenber 4, 1987,
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the second on February 16, 1989, and the third on April 18, 1990.
Centerline was subsequently converted to a Chapter 7 case and
closed in 1991.

Plaintiffs filed suit on this matter on or about January 10,
1995, alleging fraudul ent conveyances of assets under 28 V.1.C. 8§
171 et. seq. on the part of Defendants Earl and Joan Lanbert.
Plaintiffs claimthat the primary act of fraud commtted by the
Lanberts was the all eged sal e of equipnent in which Warrior had a
security interest and which transaction was not reflected in the
bankruptcy filings of Alcan. Plaintiffs claimthat they first
obt ai ned know edge of the alleged equi pnment sale on June 17,
1992, at the creditors’ neeting held in the third Centerline
bankr upt cy.

Plaintiffs also allege that the Lanberts and Centerline
committed two acts of fraud after the bankruptcy court approved
Al can’s reorgani zation plan. First, Plaintiffs claimthat
because they had no know edge of the all eged equi pnent sale by
Centerline to Alcan in 1985 and because such sal e was not
reflected in the 1987 Al can bankruptcy schedul es, Defendants’
subsequent filing of a schedule in Centerline’s third Chapter 11
petition which reflected this alleged transaction was itself an
I ndependent act of fraud comm tted post-Alcan. Second,
Plaintiffs allege that the docunents which Centerline produced
purporting to nenorialize the equi pnment sale were actually
created after the fact and during the context of the third
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Centerline Chapter 11 case. Plaintiffs proffer the 1985
Centerline corporate m nutes and sal e docunents as exanpl es of
such docunents.

In the instant notion, Defendants aver that Plaintiffs are
barred frombringing their claimon the principles of res
judicata and col |l ateral estoppel.! Defendants argue that
Centerline’ s 1985 financial statenment, along with the Cctober 16,
1986 letter fromPlaintiffs’ attorney witten to Earl Lanbert in
his capacity as Centerline’ s president, prove that Plaintiffs
were aware of the transfer of Centerline s assets and equi pnent
to Alcan in Cctober of 1986.

The 1986 letter provides in relevant part:

Your financial statenents show that all of Centerline

Cor poration assets have been inproperly dissipated to other

cor porations owned by you such as Al can Corporation, Letna,

Inc., and Lanto Inports. Should we sue we will have to

include all these corporations and yourself as president and

director and as owner [of] Lanto Inports. Oher directors

will also be included in the suit. You personally
guaranteed this note.

Di scussi on
Before reaching the nerits of Defendants' clains, the Court
must recite the well-settled standard of review applicable to
notions for summary judgnent. This Court will grant a notion for

summary judgnent only if it is clear fromthe record "that there

! Although Defendants raise the issues of both res judicata

and collateral estoppel in their notion, their argunent is based
only on res judicata. Thus, that is the only issue this Court
wi || address.



IS no genuine issue as to any nmaterial fact and that the noving
party is entitled to a judgnent as a matter of law." Fed. R

Cv. P. 56(c). A dispute involving a material fact is "genuine"
where "the evidence is such that a reasonable jury would return a

verdict for the nonnoving party."” Anderson v. Liberty Lobby,

Inc., 477 U.S. 242, 248 (1986). In determ ning whether such
genui ne issues exist, the Court nust resolve all reasonable

doubts in favor of the nonnoving party. Christopher v. Davis

Beach Co., 15 F.3d 38, 40 (3d Cr. 1994).

The general rule of res judicata is that it “prevents
litigation of all grounds for, or defenses to, recovery that were
previously available to the parties, regardl ess of whether they
were asserted or determned in the prior proceeding.” Brown v.
Eel sen, 442 U.S. 127, 131 (1979). Section 1141(a) of the
Bankruptcy Code provides that all parties to a confirned plan are

bound by its terns:

(a) . . .[T]he provisions of a confirmed plan bind the
debtor . . .and any creditor . . . whether or not the claim
or interest of such creditor . . . is inpaired under the

pl an and whether or not such creditor . . . has accepted the

plan. 11 U. S.C. § 1141(a).

Pursuant to Section 1141(a), a bankruptcy court’s order
confirmng plans of reorganization is binding on all parties, and
“in the absence of an allegation of fraud in obtaining the
judgnent” the doctrine of res judicata applies with respect to
matters that are covered by the plan and whi ch have been

confirmed by final order of a bankruptcy court. 8 Collier on



Bankruptcy 1 1141.02[4] (15'" ed. 1999); see also, Stoll v.

Gottlieb, 305 U S. 165 (1938); see also, US. v. Tatum 943 F.2d

370 (4" Cir. 1991)(Di scharge in bankruptcy does not preclude
subsequent prosecution of the debtor for bankruptcy fraud under
the doctrine of collateral estoppel or res judicata.).

Def endants argue that all of Plaintiffs’ clainms in this
matter are those which were dealt with in the bankruptcy court
proceedi ngs or are those which could have been raised in that
matter and for that reason are now barred by res judicata.
Plaintiffs agree with Defendants’ statement of the general |aw of
res judi cata. However, they argue that because fraud is an
exception to that general rule, Counts | and Il of their
conplaint are not barred fromlitigation.

Whet her, at the time of the earlier bankruptcy proceeding,
Plaintiffs had notice of the fraud they are now alleging is a
question of material fact. Mreover, there is an exception to
the principle of res judicata for fraud in obtaining the
bankruptcy judgnent. Thus, there are not only grounds for
denyi ng summary judgnent on the basis that there nmay have been
fraud after the bankruptcy judgnment, but there are al so grounds
for denying summary judgnent based on the fact that there may

have been fraud in obtaining that judgnent.

Concl usi on

In accordance with the attached Order, Defendants’ sunmary
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judgnent notion is denied.

ENTER:
DATED: Sept enber , 1999
RAYMOND L. FI NCH
U S. DI STRI CT JUDGE
ATTEST:

Oinn F. Arnold
Clerk of Court

by: Deputy O erk
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Plaintiffs,
CIVIL NO 1994-0006
V.

EARL LAMBERT, JOAN ELENOR
LAVBERT, ALCAN CORP., CENTER-
LI NE CORP., and LETLAM CORP.

Def endant s.

N N N’ N’ e’ e’ e’ e e e

ORDER

Def endants Earl| Lanbert, his wfe Joan Lanbert, and his
corporations Al can Corp., Centerline Corp. and Letlam Corp. have
moved this Court for summary judgnent pursuant to Fed. R Cv. P.
56. Having carefully considered the subm ssions of the parties,
it is hereby

ORDERED t hat Defendants' notion is DEN ED

ENTER:

DATED:. Septenber _ , 1999

RAYMOND L. FI NCH
U S. D STRI CT JUDGE

ATTEST:

Oinn F. Arnold
Clerk of Court

by:

Deputy O erk



